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 COLLEGE YEAR 2 (FOR S5 AND TTC YEAR 2)  
 
A. ANSWER BY TRUE(T) OR FALSE(F) ACCORDING TO THE INFORMATION GIVEN.  
1. i)          In the short-run, the firm in perfect completion market can either make abnormal profits or losses ii) 	 Losses are made because the firm may be new and incurring higher costs of production. 
iii) The firm will be in equilibrium in the short run, at a point where  average variable cost (AVC) = marginal revenue (MR) . 
iv) In the short run a firm make profit if average revenue is greater than the average cost (AC).  
 
Answer 1: i) = T; ii) =T; iii) = F; iv) =T 
2. The following are methods that can be used by the government to control monopoly.  
i) Fixation of prices of commodities through price legislation. 
ii) Anti-monopoly (anti-trust) legislation. iii) 	 internationalization of monopoly firms.   iv) 	Over taxation of new firms. 
v) Encouragement of imports.  
vi) Over taxation of the monopoly firm.  
Answer 2: 
                 i)=T; ii) =T; iii) =F; iv) = F; v) =T; vi) = T  
3.  The following are the forms of price discrimination under monopolistic market  
i)  Discrimination according to personal income  ii) Discrimination according to the bland of products.                     iii)    Discrimination according to age.  iv) 	Discrimination according to the different envelops for the same product.  v) 	Discrimination according to sex. 
vi) Discrimination according to the working hours.  
vii) Discrimination according to nature of the product.  
 
Answer: 3 
i)=T; ii) =F; iii) =T; iv) =F; V) =T; vi) =T; vii) =T 
 
4. The following are considered in oligopolistic market.  
i) 	Few sellers and many buyers.                         ii) 	 Commodities are closely related.  iii) 	Commodity are only homogeneous.  
   iv) 	A single price determination method.  
  
      Answer: 4 i)=T; ii)=T; iii)= F ; iv)=F 
 
5. The following are considered in national income.  
i) All incomes of those individuals who are residents of the country. 
ii) Incomes that are received in form of gifts or transfer receipts from other individuals or business firms.                                                                              iii) 	Gifts from government or foreign friends.  
iv) 	Income from the foreign loan.  
 
Answer :5 i) =T; ii) = F; iii) =F; iv) =F.  
 
6. The following terms or concepts are used in National income.  
    i)      Gross Domestic product.      ii)     Human development index.  
   iii) Net National Product     iv) Deflator  
v) 	Depreciation  vi) 	Net factor income.  
 
Answer: 6 i) =T; ii) = F; iii) =T; iv) F; v) =T; vi) =T 
 
7.Consumption in economic terms means:  
i) Using up of economic resources  
ii) Consumption is the use of resources for the production of others.  
iii) From the individual point of view, consumption refers to the expenditure          on the purchase of goods for final use by the consumer       iv) Consumption is the transformation of natural resources into final ones.   
 
Answer 7: i) =T; ii) = F; iii) =T; iv) =F 
 
8. UEnder the following conditions a firm under perfect competition is making a loss.  
i) The total revenue (TR) is greater than average cost (AC).  
ii) The average revenue curve determines the price while the average        cost curve determines the cost of the firm.   iii)  Average revenue curve must be above the average cost curve. iv)Marginal cost curve cuts the average cost curve at the lowest point. 
 
Answer 8: i) =F; ii) =T; iii) =F; iv) =T 
 
9. i) When a household’s income is zero, it will still consume some minimal amount.  
ii) The level of consumption expenditure when income is zero is called autonomous consumption. It varies with the variation of income. 
 iii) The higher a household’s income, the more it will want to consume.  
iv.) The part of consumption which depends upon income is called independent consumption.   
 
Answer: 9 i) =T; ii) =F, iii) =T; iv) =F 
 
 

